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LAW272, Trimester 1 2017 
QUESTION 1 (30 MARKS) 


Susan is the manager of Healthy-Drinking Ltd (Healthy Drinking), a bottled water company. 
Susan signs two identical contracts, with two companies A and B on 15 December 2015, to 
bottle one of Healthy Drinking’s new products: “Drinking Cool’. The terms of the contracts 
are as follows: 


1. The duration of this contract is from 1 January 2016 to 31 December 2016. 

2. The trademarks “Healthy-Drinking” and “Drinking Cool” must be printed on labels to 
be affixed to each water bottle. 

3. The mineral “Boizy” must be added into the bottled water as an ingredient. The 
concentration of Boizy must be 0.1g per litre of bottled water. 

4. The Company must manufacture and ship 1000 1 litre bottles to retailer Y on the first 
day of each calendar month and Healthy-Drinking must pay $2,000 to the Company 
on the last day of each calendar month. 

5. The manager of Healthy-Drinking has the right to inspect the quality of all bottled 
water before and after the Company ships the bottled water. 


Before signing the contract with the representative of Company A, Susan tells the 
representative that Clause 3 is very important, as Healthy-Drinking has advertised that 
“Drinking Cool” bottled water is unique because it contains “Boizy” 0.1g per litre of water. If 
consumers find out Boizy is not added into the bottled water exactly as promised, Healthy- 
Drinking’s reputation will suffer. Susan says if Company A cannot ensure that Boizy is added 
into each bottled water at exactly 0.19 per litre of water, Susan will find other companies 
instead. Company A’s representative says “I guarantee it. We have cutting-edge technology 
and don’t you worry about it”. On 3 January 2016, Susan inspects the 1000 bottled water 
that is shipped to retailer Y on 1 January 2016 and finds out that Company A has added 
0.07g per litre of “Boizy” into some of the bottled water. No actual damage has been caused 
so far. Company A does not breach any other term of its contract. 


Susan does not say anything to the representative of Company B before signing their 
contract. Company B manufactures and ships 1000 1 litre bottles of water to retailer Y on 9 
January, 12 February and 8 March 2016. On 5 April 2016, Susan finds out about the delays 
and immediately sends Company B a notice saying, “You have not manufactured and 
shipped 1000 1 litre bottles to retailer Y on the first day of January, February, March and 
April as promised in Clause 4 of the contract. | will give you 3 extra days to ship the 1000 
bottles that should have been shipped to retailer Y on 1 April 2016. Otherwise, | will 
terminate the contract as you have breached Clause 4 four times”. Company B does not 
breach any other term of the contract. 


Susan wants to terminate the contracts with companies A and B. 
Advise Susan. 


Assume there are no implied terms in the contracts. Do not consider the Sale of 
Goods Act legislation. 


LAW272, Trimester 1 2017 
QUESTION 2 (30 MARKS) 


Peter manufactures ice cream in Armidale. Peter signs a contract with Andy (the manager of 
Andy’s Delivery) to deliver a load of ice cream to a retailer, Company X, in Sydney. The 
terms of the contract are as follows: 


1. Andy must deliver the load of ice cream in good condition to Company X on 17 
February 2017. 

2. Peter must pay Andy $2000 after the load of ice cream is delivered to Company X in 
good condition. 


In order to deliver the load of ice cream from Armidale to Sydney, Andy must drive through 
Bridge Dangger. Peter is worried about Andy driving through Bridge Dangger because Peter 
knows that Bridge Dangger is well known for being a _ blackspot where car 
accidents repeatedly happen and even experienced drivers find it uneasy to avoid car 
accidents there. 


Before signing the contract, Peter tells Andy to drive safely at Bridge Dangger to ensure that 
the ice cream remains in good condition, as the ice cream will melt in summer if there is a 
car accident. Peter also tells Andy that Peter’s previous delivery companies had car 
accidents there and the ice cream melted as a result. Andy replies, “| know Bridge Dangger 
is dangerous”. During the course of the same conversation, Peter tells Andy “Can you 
believe that? Usually | make around $2000 profit per load, but this time | am so lucky to find 
Company X that pays me extra and now the profit is $2500 per load”. Andy says, “Good on 
you. | have been dealing with ice cream retailers for years and | know $2000 is the average 
profit. You are really lucky to have this deal’. 


Unfortunately, Andy has a car accident at Bridge Dangger when attempting to deliver Peter’s 
load of ice cream and the load of ice cream melts because of the car accident. After learning 
that the load of ice cream has melted, Peter becomes very anxious and stressful. He loses 
the lucrative contract with retailer Company X and refuses to pay Andy. 


Peter spends $1000 on ingredients and spends $4000 to hire staff to produce the load of ice 
cream. 


Peter wants to sue Andy for any contractual damages to which he is entitled at common law 
and for $1500 for his emotional distress. 


Advise Peter. 
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